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President's 
Scratch - Pad 


@On the night of June 14 the Senate 
and House completed action on a bill 
that was described in the daily press as 
second in social importance only to the 
Social Security Act. ‘his new legisla- 
tion was the so-called Wages and Hours 
bill which prescribes floors and ceilings 
for wages and hours in industry. 


@One other piece of legislation was 
hailed with equal enthusiasm. That was 
labor’s ‘Magna Charta”—the National 
Labor Relations Act. Three great re- 
forms, then, have we seen consummated 
in the last few years—the Security Act, 
the NLRA, and the Wages and Hours 
law. 


@ The importance of the last of the 
three which form this triad is not gener- 
ally appreciated, As usual, a good deal 
will depend upon the administration of 
the law. And despite the fact that the 
first-year minimum of 25 cents an hour 
is so low that it will affect few firms 
outsideof a certain section of the South, 
the law does contain provisions which 
would permit a vigorous administrator 
to establish a 40 cent minimum within 
a few months in the major manu factur- 
ing industries of the country. 


@ Under these circumstances the philos- 
ophy and attitude of the administrator 
will be of great importance. Mr. Sidney 
Hillman who had much to do with 
originally suggesting the law will un- 
doubtedly be consulted before the ap- 
pointment is made—and the first in- 
dustry committee will very likely be 
appointed in the textile industry. 


q The provisions pertaining to hours of 
work may necessitate extra shifts or ex- 
pensive overtime in many industries. 
Any effort to offset this expense by re- 
ducing the wages of those who are now 
paid above the minimum, will undoubt- 
edly meet firm resistance from labor in 
those industries which are organized. 





DISCHARGE 
PROCEDURE 


Five Measures Should 
Be Followed 








Reprint on Subject 
Being Issued 





In recent- months unions have fre- 
quently filed complaints’ against em- 
ployers with the National Labor Rela- 
tions Board and the state labor boards 
alleging that a union member was dis- 
charged for union activity. In such 
cases the employer is asked to explain 
the reasons for the employee’s discharge 
—and to demonstrate that the man was 
not discharged for the reasons alleged 
by the union. This, even when the 
discharge is made for good cause, is not 
always easy to do. To guard against 
such situations, therefore, a definite 
procedure must be developed. 


The following five precautionary 
measures are suggested in an article 
which appeared in the February issue of 
PERSONNEL, 


1. See that each and every execu- 
tive in the organization who is au- 
thorized to make or to o.k. a dis- 
charge understands that he may be 
called upon to produce evidence and 
testimony in support of that dis- 
charge. 

2.. State the reason for the dis- 
charge to the man at the time. 

3. See that no man is discharged 
for trivial or purely personal reasons. 

4. Keep a record of any and all 
complaints made concerning the em- 
ployee by his superior or customers. 

5.. Keep a dated record of any 
warnings given to employees, 

These five points, together ‘with 
Labor. Board procedure in such cases, 


are discussed ,in greater detail in the 
he Association has. , 


original article. 
had so many requests for extra copies 
of the article that it is planning to 
have offprints made for companies 
desiring to circulate it in quantities 
among line executives. Orders should 
be sent to the Hadar, American Man- 


CARER OF ces 
; y. € price is 
10 cents pe worder blank is 


enclosed with this News Letter. 






















































BUSINESS 
OUTLOOK 


Observers Hopeful 
For Autumn 








Recovery Rests on 
Durable Goods 





Utilities, Building 
Important Factors 





Many statistical agencies which have 
distinguished themselves for reliability 
in. the past are now urging manage 
ment to prepare in the summer months 
immediately ahead for greater businegg: 
activity in the autumn. While few ob 
servers are making pat predictions coms 
cerning the volume of fall business) 
they generally agree that a distinct im! 
provement in tone will be evident af 
that time. q 

By August, when physical inventories) 
of consumption goods are expected to” 
be.back to the levels of 1934, a reversal’ 
of the downward inventory trend is ex | 
pected. Principal reasons for such aga 
reversal will be the stocking up for fala 
business and anticipation of sales‘due tom 
pump priming. } 

Durable Goods % 

It is generally agreed that a substan= 
tial and real recovery cannot get under® 
way until there is improvement in they 
durable goods industries The first-sige= 
nal of such an improvement will prob 
ably be a marked increase in the) 
production of iron and steel. The ae® 
tivity in any one of four major i 
dustries (automobiles, railroads, build 
ing, public utilities) will determine thé 
future of iron and steel. B 

Col. Leonard P. Ayres of the Cleve™ 
land Trust Company, assaying fe 
chances of recovery in each of these i=” 
dustries, sees nothing hopeful for they 
remainder of the year in the automobilé” 
or railroad industries. He does, howey 
ever, consider the prospects for build 
ing construction and public utilities 
much brighter. z 

Autos, Railroads - * 

Indicative of' the position of the auto 
mobile industry are comparative figures 7) 
for new passenger car registrations 
the first three months of 1937 and the 
first three months of 1938. In January, 

(Continued on back page) 
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Business 








General 
Outlook 


Industrial activity is expected to be 
at a low rate during June and July, but 
may show some pick-up in August; 
however, any expansion during the lat- 
ter part of this year is likely to be 
moderate (June 11). 


The business outlook for the coming 
weeks does not appear to foreshadow a 
much further decline in volume; indeed 
it promises further mending of condi- 
tions (June 13), 


It is possible that the numerous meas- 
ures and influences now working to 
bring about recovery may become oper- 
ative simultaneously and the cumulative 
effect give rise to an explosive advance 


(June 18). 


Though sentiment 
pressed, there is st 
force left in business- 
the hope that the nex 
more conservative; a 
upturn in activity du 
of 1938 may be expe 












Money and 
Credit 


There are rumors to the effect that 
the President may devalue the dollar to 


the limit permitted by law (June 18). 









Security 
Markets 








Production 








Distribution 


The market has continued in a state 
of virtual stagnation; however, the 
lengthening of the trading zone which 
has been in progress since the end of 
March, coupled with the dwindling vol- 
ume, may prove a resistance level (June 
16) 





The index of the quantity of goods 
produced receded from 74.4 in March 
to 72.9 in April (1929= 100) ; the April 
index was 21.9% lower than that of 
April, 1937; as compared with last 
year’s volume, curtailment was confined 
to mine and factory output (June 11). 


Watch in the next few months for 
sensational monetary moves of a drastic 
nature—perhaps the revival of the 
Thomas amendment or further dollar 
devaluation (June 13). 


Continued declines in prices and 
mounting unemployment would tend to 
intensify the pressure to take some fur- 
ther inflationary step, such as raising 
the gold price toward the $41.34 limit 
(June 4). 


The persistent ru 
dollar devaluation is 
dissipated ; neverthele 
ing feeling that the r 
little more than wis 
pound has continued 
dollar (June 18). 





Renewed weakness in commodity 
prices has given rise to fears that com- 
mon stocks may yet be in for a period 
of protracted decline; such fears are 
without adequate basis; basic economic 
forces point to higher prices (June 6). 


The stock market appears to be in a 
longer-term zone of undervaluation 
from which substantial advances typi- 
cally occur ; traders are inflation-minded 
to a considerable degree (June 18). 


Security markets h 
certainly ; even in the 
valuation rumors, ste 


atively quiescent (Ju 





We count on rather prompt resump- 
tion of activities in at least one major 
industry, namely, textiles; the bitumi- 
nous coal industry appears likely to do 
somewhat better than in recent weeks; 
stagnation persists in autos and steel 


(June 13). 





The purchasing power index has de- 
clined to a new low of 73.6; the rally in 
May has been erased, and little improve- 
ment in the near future is in prospect 


(June 18). 


Sharp declines in retail prices are 
evidenced in summer catalogs of large 
mail order houses, which show reduc- 
tions averaging 12% to 13% lower than 
January levels (June 13). 


The announced slash in copper out- 
put, coupled with receding steel and 
auto operations, highlight the stagnant 
conditions under which business will 
start the summer; however, production 
curtailment should help to complete the 
readjustments necessary for an advance 


(June 4). 


A recent rise in st 
up one point, to 27% 
the rate of consumpt 
in terms of output ca 
industry, it is possib 
rate of steel activity 
latter part of 1938 (. 





Should the 
prices be fulfilled and result in reduced 


rumors of lower steel 
selling prices of automobiles, a decided 
stimulus to retail sales of cars would 
be exerted later in the year (June 11). 


Though output of 
been off about 40% 
department store sa 
hand, have been dow1 
discrepancy continue 
months longer, proc 


(June 18). 












Building 


Agriculture 


Commodity 


Prices 


Building contracts declined from 
March to April and were 32.4% smaller 
than in April, 1937, thus depriving 
manufacturers of hope of much _ sup- 
port from this important source of buy- 
ing in the near future (June 11). 


Deferred demand, governmental stim- 
ulation, and a conjuncture of other 
favorable conditions point to building 
as the likely recovery leader; residen- 
tial construction is already reviving, 
partly through the stimulus of liber- 
alized FHA mortgage terms (June 11). 





The price index of farm products de- 
clined in April to a new low for the 
recession, registering 27.6% below that 
of a year ago; the increase in the quan- 
tity sold was 15.8% larger than in the 
same month last year; the farm income 
outlook is unfavorable (June 18). 


Immediate prospects for the farmer 
are still encouraging despite the low 
prices on 1938 crops; the long-term 
outlook is clouded for the big cash crops 
dependent on export markets (June 6). 


Although it is apparent that the cur- 
rent cotton crop will be a short one— 
probably less than 11,000,000 bales— 
there is an enormous carryover to 
reckon with; prospects for a good corn 
crop are favorable (June 18). 





The latest commodity price index 
stood at 78.2; it is apparent that the 
commodity price trend is still downward 


(June 4). 


The Babson Agricultural Price In- 
dex was depressed to 97.8 on May 14— 
a decline of 244%4% from last year and 
a low since 1934; commodity price in- 
dexes may be depressed further before 
reversing their trend (June 13). 


Many commodities no doubt have al- 
ready seen their lows; prices may re- 


cover slowly, or they may recover 


violently (June 18). 


Total building con 
May were the best sin 
residential contracts 
June; if this trend | 
the building industry 
wether of general re« 





Though a bumper > 
vest of 800,000,000 bu 
forecasted, observers 
age to the crop by 
orange leaf rust, and | 





will cut this estim 
(June 18). 
Commodity — price 


higher; the Federal $ 
ties Corporation recet 
on 914,000 bbl. of flor 
ably make rather he 
livestock and hogs in 


18). 





Labor and 


Wages 






and 


Rl 


Foreign Trade 


Conditions 





Persons unemployed in the United 
States increased in April to 13,287,000, 
which number represents 25.7% of the 
total supply of workers; there is little 
prospect of any great improvement in 
the situation during the remainder of 
the year (June 18). 


The recession has increased the pres- 
sure on industry for wage reductions ; 
so far there has been no serious plunge 
in wage rates; during May there was a 
marked change toward the upside in 
many industries (June 13). 





It is hoped that the Commission to 
study British labor laws will lead to 
placing responsibility on unions and thus 
remove some of the retarding factors 
existing in the labor situation (June 11). 





Though during the first four months 
of 1937 the United States showed an ex- 
cess of imports over exports of $131,- 
163,000, it had a favorable trade balance 
of $435,312,000 during the first quarter 
of the present year (June 11). 





The index of world industrial pro- 
duction has been receding slightly, with 
international trade at somewhat lower 
levels and stocks of raw materials tend- 
ing to increase; some trade recession is 
observable in England (June 6). 





Foreign stock markets succumbed in 
May to the fears raised by Czechoslo- 
vakian developments, but the probabili- 
ties still appear to favor maintenance of 
peace in Europe (June 4). 





The immediate im] 
hour law will be on 
until the 49¢ minimun 
(in 1945 or before, as 
and the Industry C 
mine) will industry f 
then, the pinch may be 





In Great Britain, th 
the sharp decline in bu 
been stemmed; gold 
been in heavy deman 
United States and t 
Paris, there is no in 
recovery (June 18). 
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Business Week 


Dun’s Review 


Cleveland Trust Company 


National City Bank 





sentiment has continued de- 
there is still some. driving 
in business—and there is also 
hat the next Congress may be 
ervative; at least a moderate 
activity during the last third 
ay be expected (June 18). 





Business generally continues to re- 
flect the conservative attitude of in- 
vestors and buyers; meanwhile, low 
operating rates result in a further ad- 
justment of the supply of goods to cur- 
rent buying levels (July). 


The depression floor which business 
activity reached by the beginning of 
this year has proved not to be a level 
one but rather a downward tilting one; 
there are no convincing indications that 
it is even leveling out (June 15). 





rsistent rumor that further 
aluation is imminent is being 
; nevertheless, despite a grow- 
¢ that the rumor is at present 
e than wishful thinking, the 
; continued its rise against the 
ine 18). 





Bank clearings, 22 U. S. cities, May, 
$20,168,899,000, 6.9% below April, 15.8% 
below a year ago; Adjusted Insolvency 
Index (Failures) May, 55.4 (prelimin- 
ary) compared with 60.1 in April, 45.4 
a year ago (July). 


Recently business borrowings from 
banks have been decreasing, and govern- 
ment borrowings, especially for pump- 
priming purposes, have begun ito in- 
crease; it is unlikely that federal pump- 
priming will have any better results 
than during the depression (June 15). 


Reports from industry have continued 
disappointing, and the summer season 
is likely to be dull; business men are not 
expecting much change for the better, 
at least until seasonal influences again 
turn favorable, which will be in late 
August or September (June). 





Reserves of Federal Reserve mem- 
ber banks rose in May to an all-time 
high; loans of reporting banks for com- 
mercial, industrial and agricultural pur- 


poses hit a new recession low (June). 





, markets have fluctuated un- 
even in the face of dollar de- 
rumors, stocks were compar- 


iescent (June 18). 





it rise in ~ activity took it 
nt, to 27% of capacity; since 
rf conmmmgtion is about 40% 

if output capacity of the steel 
it 1s possible that a 35-40% 
eel activity will prevail in the 
t of 1938 (June 18). 





) - output of textile goods has 
about 40% from 1937 levels, 

t store sales, on the other 
e been down only 15% ; if this 
‘y continues two or three 
onger, production will 
a 


rally 


The lack of vitality in industry has 
its counterpart in the action of security 
markets; Stock Exchange trading dur- 
ing May averaged only slightly more 
than half-million shares daily, and in 
early June dropped below that (July). 





Since the beginning of the depression 
the volume of federal securities held 
by reporting Federal Reserve member 


banks has tripled (June 15). 





Preliminary estimates of manufactur- 
ing activity indicate May was lower 
than April; steel and automobile pro- 
duction declined, but apparently inven- 
tories decreased; best heavy industry 
reports came from construction and 
shipbuilding (July). 





U. S. Trade Barometer (1928-1932= 
100): April, 76.4; 4% March; 
19% below a year this index is 
seasonally adjusted, 
for the change in date of Easter 


below 
ago; 
but not corrected 


(July). 


The volume of industrial production 
during the first half of 1938 has been 
about 34% lower than it was in the 
first six months of 1937; the decline 
in production will probably prove to be 
the longest one without a reversal that 
we have ever had (June 15). 


Announcement of the federal spend- 
ing program has strengthened high- 
grade bonds, and this is leading to a 
revival of new security offerings; in 
the May bond market, government is- 
sues, high-grade utilities and industrials 
were generally strong (June). 





The composite indexes of industrial 
production are expected to be slightly 
lower in May; Standard Statistics’ in- 
dex of consumers’ goods production is 
28% below last year; manufacturers’ 
inventories are restricting production 
and will do so for some time yet (June). 








uilding contracts awarded in 
the best since July, 1937, and 
| contracts the highest since 
this trend can be continued, 
ng industry will be the bell- 
general recovery (June 18). 





a bumper winter wheat har- 
(),000,000 bushels was recently 
|, observers declare that dam- 
ie crop by black stem rust, 
f rust, and last month’s freeze 

this estimate considerably 





dity prices have moved 
ie Federal Surplus Commodi- 
ration recently took up offers 
) bbl. of flour, and will prob- 
- rather heavy purchases of 
and hogs in the future (June 





mediate impact of the wage- 
will be on sweatshops; not 
0 minimum comes into effect 

r before, as the administrator 
lnduaiey Committees deter- 
| industry feel a pinch; even 
inch may be slight (June 18). 





t Britain, there is no sign that 
decline in business activity has 
med; gold for hoarding has 
cavy demand, both from the 
tates and the Continent; in 
re is no indication of sound 
(June 18). 





Dun & 
(215 cities) May, $77,655,669, 8.5% be- 
21.1% 


Bradstreet Building Permits 


low below a 


(July). 


April, year ago 


Though new building construction 
in the first half of 1938 has been about 
20% lower than last year, prospects 
seem a little brighter; an increase in 
building construction might result in an 
important upturn in the, production of 
durable goods (June 15). 








Department store sales in May were 
14% below 1937 in dollars, mail order 
sales are down similarly, variety stores 
slightly less; passenger car sales are 
running less than half of last year’s 
total ;. department store inventories were 
down 10% at the end of April (June). 





Building contract awards were disap- 
pointing ip. Apgjl, but have improved 
during May; ¥esidential awards in the 
first three weeks made a sharp contra- 
seasonal gain over the preceding month, 
and totaled sltghtly more than a year 
ago (June): - 





Good crops are likely this year ; how- 
ever, prices of farm products. are now 
between 25 and 30% below a year ago, 
and farmers will have to rely heavily 
on government payments and _ price- 
supporting loans (June). 





Reports of large crops and heavy 
metal stocks, coupled with small de- 
mand, depressed wholesale commodity 
prices further; the U. S. B. L. S. weekly 
index approached the late 1934 level 
(July) 


Indexes of staple commodities have 
dropped to new lows; chief cause of 
this decline is plainly lack of demand, 
for many manufacturers are still well 
supplied with materials: and see little 
inducement to buy beyond their present 
low requirements (June). 





Factory employment and payrolls de- 
clined somewhat more than usual dur- 
ing May, influencing a further drop in 


the index of total income (July). 


Labor costs in the building of small 
houses have been holding up and have 
even advanced slightly during this re- 
newed depression, and leaders of or- 
ganized labor are stating vigorously 
that no wage reductions will be accepted 
by the workers (June 15). 





The high level of foreign purchasing, 
compared with the slump in our own 
“ee of foreign goods, has given us 

“favorable” trade balance of $435,312,- 
000 during the first third of the year 
(July). 





A world-wide decline is under way, 
but it has not as yet gained much 
momentum abroad; industrial produc- 
tion in the rest of the world in 1937 was 
10% greater than in 1929, while in this 
country it was 8% less in 1937 than in 
1929 (June 15). 





Indications are that labor cost is be- 
ing lowered in many lines through in- 
creased output per man-hour,:and in 
textiles, shoes and some other indus- 
tries through wage cuts; steel mills are 
apparently not ready to propose wage 
reductions at present (June). 





With Japan continuing to ship gold 
to us in settlement of adverse trade 
balances, and with European exchanges 
under renewed pressure as a result of 
developments in Central Europe, the 
U. S. gold supply will apparently soon 
exceed the 13-billion mark (June). 
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NEW DIVISIONAL HEADS PLANNING ACTIVITIES 





RAYMOND S. PERRY 


Production 

Raymond S. Perry, who is vice president 
of the Ingersoll Milling Machine Com- 
pany, is well known to most AMA mem- 
bers. He has presented papers before 
AMA conferences and also was heard at 
the International Management Conference 
in Belgium a few years ago. Succeeding 
Earl M. Richards of Republic Steel Cor- 
poration as vice president in charge of 
AMA’s Production Division, Mr. Perry 
will be the leading figure in AMA’s pro- 
duction work. 

He is a graduate of Massachusetts In- 
stitute of Technology and during the war 
enlisted in the Field Artillery Central 
Officer’s Training School at Louisville, 
where he won his commission, 

He began his business experience as an 
apprentice at Mercer Automobile Com- 

any in Trenton, and gradually worked 
himself up to be foreman of the road tests. 
He joined the Hudson Motor Car Com- 
pany late in 1921 and worked as a work- 
man in the assembly line and motor depart- 
ment. Later he was transferred to the 
production department and specialized in 
time study and planning. He was made 
production manager in 1925. He left the 
Hudson Company in 1931 to become vice 
president of Ingersoll Milling Machine 
Company. 


Consumer Marketing 


Heading the Consumer Marketing Di- 
vision is Edgar Kobak, who is now vice 
president, of the advertising agency, Lord 
& Thomas. Mr. Kobak has long been 
active in AMA. He has been heard at 
many AMA meetings, and most recently 
at the 1937 Marketing Conference, where 
he delivered a paper on “Public Relations 
and the Sales Policy.” 


Mr. Kobak studied electrical engineer- 
ing at Georgia Tech. Later he worked 
for the Georgia Railway and Power Com- 
pany, and was for 18 years in the service 





EDGAR KOBAK 


of McGraw-Hill Publishing Company. He 
served in various capacities with this latter 
company, including circulation, editorial, 
copy, and sales. For many years he was 
vice president in charge of sales as well as 
publisher of the company’s electrical pub- 
lications. He was active in the develop- 
ment of many basic industrial marketing 
principles. 

Later he was vice president in charge 
of sales with the National Broadcasting 
Company and served in this position for 
two years. He has been president and 
chairman of the board of the Advertising 
Federation of America, and has been ac- 
tive in many associations in fields of busi- 
ness and engineering. In recent years he 
has acted as adviser on publicity and public 
relations for a number of corporations, 
associations and political organizations. 


Industrial Marketing 

The vice president in charge of the 
Industrial Marketing Division of AMA 
is Thomas J. Harte, vice president of the 
North American Cement Corporation. 
Mr. Harte has been a director of the 
American Management Association for the 
past two years and has taken active interest 
in the Association’s marketing affairs. 

He began his career as a stenographer 
for Clarence L. Smith Company, excavat- 
ing contractors of New York City, and was 
later transferred to field construction and 
engineering. From this Mr. Harte branch- 
ed into the selling field, representing suc- 
cessively U. S. Mortar Company, Rock 
Plaster Company, John A. McCarthy & 
Company, and the Ames Building Materi- 
als Company. In 1919 Mr. Harte joined 
the metropolitan district sales force of the 
Atlas Portland Cement Company. In 1923 
he was appointed metropolitan district 
manager of the Acme Portland Cement 
Company, joining North American Ce- 
ment Corporation through a merger. in 
1926. In March, 1927, Mr. Harte was 
appointed assistant general sales manager 








THOMAS J. HARTE 


of North American Cement Corporation, 
and in 1931 was elected vice president and 
general sales manager and a director of 
the corporation. 

He is a member of many business asso- 
ciations including the Marketing Execu- 


tives’ Society, the Merchants’ Association . 


of New York City, and the Portland Ce- 
ment Association. He succeeds J. H. Mac- 
leod, vice president of the sales division, 
Hinde & Dauch Paper Company of San- 
dusky, Ohio, as vice president of the 
Industrial Marketing Division of AMA. 





Labor Conditions (Cont'd) 


since he succeeded Miss Perkins in the 
New York State post when she became 
Secretary of Labor. On fundamental 
questions their views are believed in ac- 
cord. Other individuals proposed for the 
Administrator post shied at Labor Depart- 
ment domination. 

Labor Board: In the National Labor 
Relations Board students of labor law 
have had the kind of laboratory they used 
to dream about. A recent important de- 
cision is the Atlantic Greyhound Lines 
case. Here the Board ordered the rein- 
statement of a supervisor whom the com- 
pany was accused of discharging for union 
activity. The Board held that while super- 
visory employees may not ordinarily be 
included in bargaining units, they are 
protected by law against discharge based 
on their favorable attitude toward the 
union. 

Unionization Drive: Speculation is 
being heard over the possibility of a union- 
ization drive and new labor disturbances 
as business conditions improve. The basis 
for such speculation is that union activity 
occurs concomitantly with business cycles. 
Seasoned observers do not believe that a 
1938-1939 upturn will be accompanied by 
the usual labor troubles. A different psy- 
chology is existing, they believe. 


1938 


AUG 2 


